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Annual Statement for the year 2003 of the

ASSETS

Current Year

Prior Year

Assets

Nonadmitted
Assets

3
Net Admitted
Assets
(Cols. 1-2)

Net Admitted
Assets

14.

16.
17.
18.
19.
20.
21.
22.
23.
24,

25.
26.

Bonds (Schedule D)
Stocks (Schedule D):
2.1 Preferred stocks

2.2 Common stocks

Mortgage loans on real estate (Schedule B):
3.1 Firstliens

Premiums and considerations:

12.1 Uncollected premiums and agents' balances in the course of collection

12.2 Deferred premiums, agents' balances and installments booked but deferred and not yet
due (including $

Reinsurance:
13.1  Amounts recoverable from reinsurers

Electronic data processing equipmentand software
Furniture and equipment, including health care deliveryassets (§ 0
Net adjustment in assets and liabilities due to foreign exchange rates
Receivables from parent, subsidiaries and affiliates
Health care ($

Total (Lines 24 and 25)

15,277,123

15,277,123

14,696,858

108,173

108,173

35,525,135

5,233,369

35,525,135

5,233,369

30,291,766

27,464,025

DETAILS OF WRITE-INS

0901.

457 Deferred Compensation Plan

0902.
0903.

0998.
0999.

Totals (Lines 0901 through 0903 + 0998) (Line 9 above)

2301.
2302.

PREPAID EXPENSES

2303.

2398.
2399.

Totals (Lines 2301 through 2303 + 2398) (Line 23 above)

108,173

108,173




Annual Statement for the year 2003 of the

LIABILITIES, CAPITAL AND SURPLUS

Delta Dental Plan of Arkansas, Inc.

Current Year Prior Year
1 2 3 4
Covered Uncovered Total Total

1. Claims unpaid (less$ 0 reinsuranceceded) | 290000 | 290000 2127,000
2. Accrued medical incentive pool and bonus amounts
3. Unpaid claims adjustment expenses 128083 128,083\ . 97,740
4. Aggregate health policy reserves
5. Aggregate life policy reserves e
6. Property/casuality uneamed premiumreserves
7. Aggregate health claimreserves
8. Premiumsreceivedinadvance L ean 82412y 740790
9. General expenses due oraccrued W3S 1377311 632,008
10.1 Current federal and foreign income tax payable and interest thereon

(including$ 0 onrealized capital gains (losses))
10.2 Netdeferred tax liability
1. Ceded reinsurance premiums payable
12. Amounts withheld or retained for the accountof others 924837\ | 52483
13 Remlttance and Items nOt a"ocated AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
14. Borrowed money (including$ 0 current) and interest

thereon$ 0 (ncluding$ 0 curent) | 2000000 | 2000000
15. Amounts due to parent, subsidiaries and affiliates
16. Payable forsecurities
17. Funds held under reinsurance treatieswith (5 0 authorized reinsurers and

$ 0 unauthorizedreinsurers)
18. Reinsurance in unauthorized companies
19. Net adjustments in assets and liabilities due to foreign exchangerates f
20.  Liability for amounts held under uninsured accident and health plans ) 2324857 ) 2324857 2453,583
21. Aggregate write-ins for other liabilities (including$ 0 curent) | 65000] 650000 55317
22. Totalliabilities (Lines 1t021) | 99440000 L 9.944000] 6,106,408
23. Common capital stock XXX ] XXX
24. Preferred capital stock XXX XXX
25. Gross paid in and contributed surplus XXX XXX
26. Surplusmotes XXX ] XXX
21. Aggregate write-ins for other than special surplus funds XXX ] XXX )........50000) 50000
28. Unassigned funds (surplus) XXX ] XXX ... 20297,766| 21,307,617
29. Less treasury stock, at cost:

21 0__shares common (value included inLine 23§ 0) | XXX | XXX

202 0. shares preferred (value included inLine 24§ 0) | XXX | XXX
30, Total capital and surplus (Lines 230 28 minusLine29) | XXX | XXX 20347,766] 21,357,617
31. Total liabilities, capital and surplus (Lines 22 and 30) XXX XXX 30,291,766 27,464,025

DETAILS OF WRITE-INS

2101 Accrued premiumtax |, 880000 88000 85317

2102 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA

2103 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA

2198. Summary of remaining write-ins for Line 21 from overflowpage =~

2199. Totals (Lines 2101 through 2103 plus 2198) (Line 21 above) 65,000 65,000 55,317

2701. Deposit required by the Arkansas Insurance Department XXX XXX f.........50000) 50000

2102, XXX ] XXX

2T, XXX XXX

2798. Summary of remaining write-ins for Line 27 from overflow page XXX XXX

2799. Totals (Lines 2701 through 2703 plus 2798) (Line 27 above) XXX XXX 50,000 50,000




Annual Statement for the year 2003 of the

Delta Dental Plan of Arkansas, Inc.

STATEMENT OF REVENUE AND EXPENSES

Current Year Prior Year
1 2 3
Uncovered Total Total

1. MemberMonths XXX 1,331,574 1,007,487

2. Netpremium income (including$ 0 non-health premium income) | XXX 48844265\ 42,089,864

3. Change in unearned premium reserves and reserve for rate credits [ XXX

4. Feeforservice (netof$ 0 medicalexpenses) | XXXl

5 Riskrevenue b XXX

6. Aggregate write-ins for other health care related revenues | XXX

7. Aggregate write-ins for other non-health revenues | XXX

8. Totalrevenues (Lines2to7) . f o XXX 48844265\ 42,089,864
Hospital and Medical:

9. Hospitalimedical benefits 41,318009) . 36011966
10. Other professional services
11 OUtSIde rEferrals AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
12. Emergency roomand out-of-area
13 Prescriptiondrugs
14. Aggregate write-ins for other hospital and medical b
15. Incentive pool, withhold adjustments, and bonus amounts b
16. Subtotal (Lines 9t 15) 41,318009) . 36011966
Less:

17 Net relnsurance recovenes AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
18. Total hospital and medical (Lines 16 minus 17) b 41,318009) 36,011,966
19 Non-health Clalms AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
20. Claims adjustmentexpenses || 1899770 1,411,176
21. General administrative expenses |l ssmoat| 3254317
22. Increase in reserves for life and accident and health contracts (including

§ . 0 increaseinreservesforfifeonly) |
23 Total underwriting deductions (Lines 18 through 22) | 46788200 40,677,459
24. Net underwriting gain or (loss) (Lines 8 minus23) | XXX | 20808 1,412,405
25. Netinvestmentincome eamed | 819481 697059
26. Netrealized capital gains or (losses) | 828 . 638813
27. Netinvestment gains or (losses) (Lines 25 plus 26) || 5d4gs4l 1,335,872
28. Net gain or (loss) from agents' or premium balances charged off [( amount

recovered $ 0 )(amountchargedoff $ Ol |
29 Aggregate write-ins for other income or expenses | | otsmar| 185,281
30. Netincome or (loss) before federal income taxes (Lines 24 plus 27

Plus28plus29) XXX ) 2796498 2933558
31. Federal and foreign income taxes incurred | XXX
32. Netincome (loss) (Lines 30 minus 31) XXX 2,796,496 2,933,558

DETAILS OF WRITE-INS

080T, XXX
0B02. XXX
0603 XXX
0698. Summary of remaining write-ins for Line 6 from overflow page =~ XXX
0699. Totals (Lines 0601 through 0603 plus 0698) (Line 6 above) XXX
0701 XXX
0702 XK e
0703. XXX
0798. Summary of remaining write-ins for Line 7 from overflow page =~~~ XXX
0799. Totals (Lines 0701 through 0703 plus 0798) (Line 07 above) XXX
1401 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
1402 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
1403 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
1498. Summary of remaining write-ins for Line 14 from overflow page =~
1499. Totals (Lines 1401 through 1403 plus 1498) (Line 14 above)
2901. MISCELLANEOUSINCOME s 31,966
2902. OCCUPANCY OF OWNBUILDING INCOME ] 190,500 153,315
2903 INTERESTEXPENSE ey
2998. Summary of remaining write-ins for Line 29 from overflow page
2999. Totals (Lines 2901 through 2903 plus 2998) (Line 29 above) 215,747 185,281




Annual Statement for the year 2003 of the Delta Dental Plan of Arkansas, Inc.

STATEMENT OF REVENUE AND EXPENSES (Continued)

33.

34.
35.
36.
37.
38.
39.
40.
41.
42.
43.
44.

45.

46.
47.
48.
49.

CAPITAL & SURPLUS ACCOUNT

Capital Changes:
441 Paidin

44.3 Transferred to surplus

Surplus adjustments:

451 Paid in

Capital and surplus end of reporting year (Line 33 plus 48)

1

Current Year

2

Prior Year

21,357,617

(1,009,851)

19,563,772

1,793,845

20,347,766

21,357,617

DETAILS OF WRITE-INS

4701.
4702.
4703.

4799. Totals (Lines 4701 through 4703 plus 4798) (Line 47 above)




CASH FLOW

—_

12.

13.

14.
15.

16.

17.

18.
19.

= O © NSO WN =

Cash from Operations

Premiums collected net of reinsurance
Netinvestmentincome
Miscellaneous income

Cash from Investments

Proceeds from investments sold, matured or repaid:

124°Bonds
122 8tocks
12.3 Mortgage loans

124

125

Real estate
12.6

12.7

12.8
Cost of investments acquired (long-term only):

13ABonds
132 8tocks
13.3 Mortgage loans

134

135

Real estate
13.6

13.7

Cash from Financing and Miscellaneous Sources
Cash provided (applied):
16.1  Surplus notes, capital notes
16.2
16.3
16.4
16.5
16.6

RECONCILIATION OF CASH AND SHORT-TERM INVESTMENTS
Net change in cash and short-term investments (Line 11, plus Line 15, plus Line 17)
Cash and short-term investments:
194 Begimingofyear
19.2  End of year (Line 18 plus Line 19.1)

1 2
Current Year Prior Year

AAAAAAAAAAAAAA 48776,599) 42389400
... b2peal 697,089
25,247 185,281

AAAAAAAAAAAAAA 49326530) 43271740
AAAAAAAAAAAAAA 40545009) 41074734
Lo sameMs|
45,794,357 41,074,734

3,532,173 2,197,006
Lo.......8s61000f 12,644,379
AAAAAAAAAAAAAAAA 1 103735
AAAAAAAAAAAAAAA 4664735 12644379
AAAAAAAAAAAAAAA 4275000 . 13,196,160
L ATIS083| 2142930
AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA 1 19178
... 8990053 15,458,268
(4,325,318) (2,813,889)
20000000
2,000,000 (334,226)

1,206,855 (951,109)
o...........%08sos0f 4,039,189
4,294,935 3,088,080




Annual Statement for the year 2003 of the

ANALYSIS OF OPERATIONS BY LINES OF BUSINESS (Gain and Loss Exhibit)

Total

2

Comprehensive
(Hospital &
Medical)

Medicare
Supplement

Dental
Only

Vision
Only

6
Federal
Employees
Health
Benefit Plan

7

Title
XVIII
Medicare

8

Title
XIX
Medicaid

10

Disability
Income

1"

Long-Term
Care

12

Other
Health

13

Other
Non-
Health

© NS RN =

R R RN R — —3 —3 3 3 3 —x —x
PWODN 2O ©0OND R WONN O ©

Net premiumincome ..
Change in unearned premium reserves and reserve for rate credit
Fee-for-service (net of §
Risk revenue

Net underwriting gain or (loss) (Line 7 minus Line 23)

48,844,265

48,844,265

DETAILS OF WRITE-INS

0501.
0502.
0503.
0598.
0599.

Summary of remaining write-ins for Line 5 from overflow page
Totals (Lines 0501 through 0503 plus 0598) (Line 5 above)

0601.
0602.
0603.
0698.
0699.

Summary of remaining write-ins for Line 6 from overflow page
Totals (Lines 0601 through 0603 plus 0698) (Line 6 above)

1301.
1302.
1303.
1398.
1399.

Summary of remaining write-ins for Line 13 from overflow page
Totals (Lines 1301 through 1303 plus 1398) (Line 13 above)




Annual Statement for the year 2003 of the

Delta Dental Plan of Arkansas, Inc.

UNDERWRITING AND INVESTMENT EXHIBIT

PART 1 - PREMIUMS

Line of Business

Direct
Business

Reinsurance
Assumed

Reinsurance
Ceded

4
Net Premium
Income
(Cols. 1+2-3)

Comprehensive (hospital and medical)

Medicare Supplement

Dental only

Visiononly

Long-term care

. Other health

Totals (Lines 12 to 14)

48,844,265

48,844,265




Annual Statement for the year 2003 of the

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2 - Claims Incurred During the Year

Total

2

Comprehensive
(Hospital
&

Medical)

3

Medicare
Supplement

4

Dental
Only

5

Vision
Only

6

Federal
Employees
Health
Benefits Plan

Title
XVIII
Medicare

Title
XIX
Medicaid

Disability
Income

Long-Term
Care

12

Other
Health

13

Other
Non-Health

1. Payments during the year:

14 Direct
12 Reinsurance assumed
13 Reinsurance ceded . .. ... ...
14 Net

2. Paid medical incentive pools and bonuses

3. Claim liability December 31, current year from Part 2A:
Direct

32 Reinswanceassumed
3.3  Reinsuranceceded . .
34 Net

44 Direct
42  Reinsurance assumed
43 Reinsuranceceded
44  Net

6. Amounts recoverable from reinsurers December 31, current year

7. Claim liability December 31, prior year from Part 2A:

74 Direct,
7.2 Reinsuranceassumed .
7.3  Reinsurance ceded
T4 Net
8. Claim reserve December 31, prior year from Part 2D:
81 Direct, .
8.2  Reinsuranceassumed ..
83 Reinsuranceceded .. .. ... ... ... ...
84  Net

9. Accrued medical incentive pools and bonuses, prior year

10. Amounts recoverable from reinsurers December 31, prior year

11. Incurred benefits:

MA Direct
112 Reinsuranceassumed
113  Reinsuranceceded . .. ... ... ... ...
114 Net

12. Incurred medical incentive pools and bonuses

41,318,009

41,318,009




0l

Annual Statement for the year 2003 of the

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2A - Claims Liability End of Current Year

Total

Comprehensive
(Hospital
and
Medical)

3

Medicare
Supplement

4

Dental
Only

5

Vision
Only

6

Federal
Employees
Health
Benefits Plan

7

Title
XVIII
Medicare

Title
XIX
Medicaid

Stop
Loss

Disability
Income

1"

Long-Term
Care

Other
Health

Other
Non-Health

Reported in Process of Adjustment:

1.1
1.2
1.3
14

Direct

Incurred but Unreported:

2.1
22
23
24

Direct

Amount Withheld from Paid Claims and Capitations:

341 Direct
32 Reinsurance assumed
33 Reinsurance ceded
34 Net
TOTALS:

4.1 Direct
4.2 Reinsurance assumed
4.3 Reinsurance ceded
44  Net




bl

Annual Statement for the year 2003 of the

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2B - ANALYSIS OF CLAIMS UNPAID - PRIOR YEAR - NET OF REINSURANCE

Line of Business

Claim Reserve and Claim Liability
December 31 of Current Year

3

On Claims Unpaid
December 31 of
Prior Year

4
On
Claims Incurred
During the
Year

Claims Incurred
in Prior Years
(Columns 1 + 3)

Estimated Claim
Reserve and
Claim Liability
December 31 of
Prior Year

N
M=o

© © N o g A~ w0 DD =

Comprehensive (hospital and medical)

Medicare Supplement
Dental Only

VisionOnly .
Federal Employees Health Benefits Plan
Title XVIll - Medicare ... ... . .
Title XIX - Medicaid

Otherhealth .
Health subtotal (Lines 1 to 8)

Other non-health

Totals (Lines 9 to 11)

Claims
Paid During the Year
1 2
On On
Claims Incurred Claims Incurred
Prior to January 1 During the
of Current Year Year
2308110 38,238,898
2308110 38,238,898
2,306,111 38,238,898

2,895,918

2,310,193

2,127,000




(AN

Annual Statement for the year 2003 of the

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED HEALTH CLAIMS

(000 Omitted)
Hospital & Medical
Section A - Paid Health Claims
Cumulative Net Amounts Paid
Year in Which Losses f 2 3 4 5
1999 2000 2001 2002 2003

1' Prior AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA

2' 1999 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA

32000 XXX

42001 XXX XXX

52002 XXX XXX XXX o

6. 2003 XXX XXX XXX XXX

Section B - Incurred Health Claims
Sum of Cumulative Net Amount Paid and Claim Liability and Reserve Outstanding at End of Year
Year in Which Losses f 2 3 4 5
1999 2000 2001 2002 2003

1' Prior AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA

2' 1999 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA

82000 XXX

42001 XXX XXX

52002 XXX XXX XXX o

6. 2003 XXX XXX XXX XXX

Section C - Incurred Year Health Claims and Claims Adjustment Expense Ratio
1 2 3 4 5 6 7 8 9 10
Total Claims and
Years in which Claim and Claim Claims Adjustment
Premiums were Earned Claim Adjustment (Col. 3/2) Adjustment Expense (Col. 5/1) Unpaid Claims Expense Incurred (Col. 9/1)
and Claims were Incurred Premiums Earned Claims Payments Expense Payments Percent Payments (Col. 2 + 3) Percent Claims Unpaid Adjustment Expenses (Col.5+7+8) Percent

1. Priorto1999 XXX XXX XXX XXX
2' 1999 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
3' 2000 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
4' 2001 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
5' 2002 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
6' 2003 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
7. Total (Lines 1through6) XXX XXX XXX XXX
8. Total (Lines 2 through 6) XXX XXX XXX XXX XXX XXX XXX XXX XXX




(AN

Annual Statement for the year 2003 of the

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF INCURRED HEALTH CLAIMS

(000 Omitted)
Medicare Supplement

Section A - Paid Health Claims

Cumulative Net Amounts Paid
Year in Which Losses f 2 3 4 5
1999 2000 2001 2002 2003

1' Prior AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA

2' 1999 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA

32000 XXX

42000 XXX XXX

62002 XXX XXX XXX

6. 2003 XXX XXX XXX XXX

Section B - Incurred Health Claims
Sum of Cumulative Net Amount Paid and Claim Liability and Reserve Outstanding at End of Year
Year in Which Losses f 2 3 4 5
1999 2000 2001 2002 2003

1' Prior AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA

2' 1999 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA

82000 XXX

42001 XXX XXX

52002 XXX XXX XXX o

6. 2003 XXX XXX XXX XXX

Section C - Incurred Year Health Claims and Claims Adjustment Expense Ratio
1 2 3 4 5 6 7 8 9 10
Total Claims and
Years in which Claim and Claim Claims Adjustment
Premiums were Earned Claim Adjustment (Col. 3/2) Adjustment Expense (Col. 5/1) Unpaid Claims Expense Incurred (Col. 9/1)
and Claims were Incurred Premiums Earned Claims Payments Expense Payments Percent Payments (Col. 2 + 3) Percent Claims Unpaid Adjustment Expenses (Col.5+7+8) Percent

1. Priorto1999 | XXX XXX XXX XXX
2' 1999 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
3' 2000 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
4' 2001 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
5' 2002 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
6' 2003 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
7. Total (Lines 1through6) XXX XXX XXX XXX
8. Total (Lines 2 through 6) XXX XXX XXX XXX XXX XXX XXX XXX XXX




(AN

Annual Statement for the year 2003 of the

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF INCURRED HEALTH CLAIMS

(000 Omitted)
Dental Only
Section A - Paid Health Claims
Cumulative Net Amounts Paid
Year in Which Losses f 2 3 4 5
Were Incurred 1999 2000 2001 2002 2003
PO sl T
201909 s 2800
32000 XXX el 2299
42000 XXX XXX T8 2
62002 XXX XXX XXX sl 2,308
6. 2003 XXX XXX XXX XXX 38,239
Section B - Incurred Health Claims
Sum of Cumulative Net Amount Paid and Claim Liability and Reserve Outstanding at End of Year
Year in Which Losses f 2 3 4 5
Were Incurred 1999 2000 2001 2002 2003
1' Prior AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
201909 a2l
32000 XXX s B
402000 XXX XXX a2
62002 XXX XXX XXX sl 4
6. 2003 XXX XXX XXX XXX 2,896
Section C - Incurred Year Health Claims and Claims Adjustment Expense Ratio
1 2 3 4 5 6 7 8 9 10
Total Claims and
Years in which Claim and Claim Claims Adjustment

Premiums were Earned Claim Adjustment (Col. 3/2) Adjustment Expense (Col. 5/1) Unpaid Claims Expense Incurred (Col. 9/1)

and Claims were Incurred Premiums Earned Claims Payments Expense Payments Percent Payments (Col. 2 + 3) Percent Claims Unpaid Adjustment Expenses (Col.5+7+8) Percent
1. Priorto1999 | XXX XXX XXX XXX
2' 1999 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
3' 2000 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
4' 2001 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
5' 2002 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
6. 20 48,844 40,545 1,485 3.663 42,030 86.049 2,900 128 45,058 92.249

7. Total (Lines 1through6) XXX 40,545 1,485 XXX 42,030 XXX 2,900 128 45,058 XXX

8. Total (Lines 2 through 6) 48,844 XXX XXX XXX XXX XXX XXX XXX XXX XXX




(AN

Annual Statement for the year 2003 of the

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF INCURRED HEALTH CLAIMS

(000 Omitted)
Vision Only
Section A - Paid Health Claims
Cumulative Net Amounts Paid
Year in Which Losses f 2 3 4 5
1999 2000 2001 2002 2003

1' Prior AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA

2' 1999 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA

32000 XXX

42001 XXX XXX

52002 XXX XXX XXX o

6. 2003 XXX XXX XXX XXX

Section B - Incurred Health Claims
Sum of Cumulative Net Amount Paid and Claim Liability and Reserve Outstanding at End of Year
Year in Which Losses f 2 3 4 5
1999 2000 2001 2002 2003

1' Prior AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA

2' 1999 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA

82000 XXX

42001 XXX XXX

52002 XXX XXX XXX o

6. 2003 XXX XXX XXX XXX

Section C - Incurred Year Health Claims and Claims Adjustment Expense Ratio
1 2 3 4 5 6 7 8 9 10
Total Claims and
Years in which Claim and Claim Claims Adjustment
Premiums were Earned Claim Adjustment (Col. 3/2) Adjustment Expense (Col. 5/1) Unpaid Claims Expense Incurred (Col. 9/1)
and Claims were Incurred Premiums Earned Claims Payments Expense Payments Percent Payments (Col. 2 + 3) Percent Claims Unpaid Adjustment Expenses (Col.5+7+8) Percent

1. Priorto1999 | XXX XXX XXX XXX
2' 1999 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
3' 2000 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
4' 2001 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
5' 2002 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
6' 2003 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
7. Total (Lines 1through6) XXX XXX XXX XXX
8. Total (Lines 2 through 6) XXX XXX XXX XXX XXX XXX XXX XXX XXX
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Annual Statement for the year 2003 of the

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF INCURRED HEALTH CLAIMS

(000 Omitted)

Federal Employees Health Benefits Plan
Section A - Paid Health Claims

Cumulative Net Amounts Paid
Year in Which Losses f 2 3 4 5
1999 2000 2001 2002 2003

1' Prior AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA

2' 1999 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA

32000 XXX

42000 XXX XXX

62002 XXX XXX XXX

6. 2003 XXX XXX XXX XXX

Section B - Incurred Health Claims
Sum of Cumulative Net Amount Paid and Claim Liability and Reserve Outstanding at End of Year
Year in Which Losses f 2 3 4 5
1999 2000 2001 2002 2003

1' Prior AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA

2' 1999 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA

82000 XXX

42001 XXX XXX

52002 XXX XXX XXX o

6. 2003 XXX XXX XXX XXX

Section C - Incurred Year Health Claims and Claims Adjustment Expense Ratio
1 2 3 4 5 6 7 8 9 10
Total Claims and
Years in which Claim and Claim Claims Adjustment
Premiums were Earned Claim Adjustment (Col. 3/2) Adjustment Expense (Col. 5/1) Unpaid Claims Expense Incurred (Col. 9/1)
and Claims were Incurred Premiums Earned Claims Payments Expense Payments Percent Payments (Col. 2 + 3) Percent Claims Unpaid Adjustment Expenses (Col.5+7+8) Percent

1. Priorto1999 | XXX XXX XXX XXX
2' 1999 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
3' 2000 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
4' 2001 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
5' 2002 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
6' 2003 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
7. Total (Lines 1through6) XXX XXX XXX XXX
8. Total (Lines 2 through 6) XXX XXX XXX XXX XXX XXX XXX XXX XXX
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Annual Statement for the year 2003 of the

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF INCURRED HEALTH CLAIMS

(000 Omitted)
Title XVIIl - Medicare

Section A - Paid Health Claims

Cumulative Net Amounts Paid
Year in Which Losses f 2 3 4 5
1999 2000 2001 2002 2003

1' Prior AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA

2' 1999 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA

32000 XXX

42000 XXX XXX

62002 XXX XXX XXX

6. 2003 XXX XXX XXX XXX

Section B - Incurred Health Claims
Sum of Cumulative Net Amount Paid and Claim Liability and Reserve Outstanding at End of Year
Year in Which Losses f 2 3 4 5
1999 2000 2001 2002 2003

1' Prior AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA

2' 1999 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA

82000 XXX

42001 XXX XXX

52002 XXX XXX XXX o

6. 2003 XXX XXX XXX XXX

Section C - Incurred Year Health Claims and Claims Adjustment Expense Ratio
1 2 3 4 5 6 7 8 9 10
Total Claims and
Years in which Claim and Claim Claims Adjustment
Premiums were Earned Claim Adjustment (Col. 3/2) Adjustment Expense (Col. 5/1) Unpaid Claims Expense Incurred (Col. 9/1)
and Claims were Incurred Premiums Earned Claims Payments Expense Payments Percent Payments (Col. 2 + 3) Percent Claims Unpaid Adjustment Expenses (Col.5+7+8) Percent

1. Priorto1999 | XXX XXX XXX XXX
2' 1999 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
3' 2000 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
4' 2001 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
5' 2002 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
6' 2003 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
7. Total (Lines 1through6) XXX XXX XXX XXX
8. Total (Lines 2 through 6) XXX XXX XXX XXX XXX XXX XXX XXX XXX
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Annual Statement for the year 2003 of the

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF INCURRED HEALTH CLAIMS

(000 Omitted)
Title XIX - Medicaid
Section A - Paid Health Claims
Cumulative Net Amounts Paid
Year in Which Losses f 2 3 4 5
1999 2000 2001 2002 2003

1' Prior AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA

2' 1999 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA

32000 XXX

42001 XXX XXX

52002 XXX XXX XXX o

6. 2003 XXX XXX XXX XXX

Section B - Incurred Health Claims
Sum of Cumulative Net Amount Paid and Claim Liability and Reserve Outstanding at End of Year
Year in Which Losses f 2 3 4 5
1999 2000 2001 2002 2003

1' Prior AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA

2' 1999 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA

82000 XXX

42001 XXX XXX

52002 XXX XXX XXX o

6. 2003 XXX XXX XXX XXX

Section C - Incurred Year Health Claims and Claims Adjustment Expense Ratio
1 2 3 4 5 6 7 8 9 10
Total Claims and
Years in which Claim and Claim Claims Adjustment
Premiums were Earned Claim Adjustment (Col. 3/2) Adjustment Expense (Col. 5/1) Unpaid Claims Expense Incurred (Col. 9/1)
and Claims were Incurred Premiums Earned Claims Payments Expense Payments Percent Payments (Col. 2 + 3) Percent Claims Unpaid Adjustment Expenses (Col.5+7+8) Percent

1. Priorto1999 | XXX XXX XXX XXX
2' 1999 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
3' 2000 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
4' 2001 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
5' 2002 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
6' 2003 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
7. Total (Lines 1through6) XXX XXX XXX XXX
8. Total (Lines 2 through 6) XXX XXX XXX XXX XXX XXX XXX XXX XXX
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Annual Statement for the year 2003 of the

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF INCURRED HEALTH CLAIMS

(000 Omitted)
Other
Section A - Paid Health Claims
Cumulative Net Amounts Paid
Year in Which Losses f 2 3 4 5
1999 2000 2001 2002 2003

1' Prior AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA

2' 1999 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA

32000 XXX

42001 XXX XXX

52002 XXX XXX XXX o

6. 2003 XXX XXX XXX XXX

Section B - Incurred Health Claims
Sum of Cumulative Net Amount Paid and Claim Liability and Reserve Outstanding at End of Year
Year in Which Losses f 2 3 4 5
1999 2000 2001 2002 2003

1' Prior AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA

2' 1999 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA

82000 XXX

42001 XXX XXX

52002 XXX XXX XXX o

6. 2003 XXX XXX XXX XXX

Section C - Incurred Year Health Claims and Claims Adjustment Expense Ratio
1 2 3 4 5 6 7 8 9 10
Total Claims and
Years in which Claim and Claim Claims Adjustment
Premiums were Earned Claim Adjustment (Col. 3/2) Adjustment Expense (Col. 5/1) Unpaid Claims Expense Incurred (Col. 9/1)
and Claims were Incurred Premiums Earned Claims Payments Expense Payments Percent Payments (Col. 2 + 3) Percent Claims Unpaid Adjustment Expenses (Col.5+7+8) Percent

1. Priorto1999 | XXX XXX XXX XXX
2' 1999 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
3' 2000 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
4' 2001 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
5' 2002 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
6' 2003 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
7. Total (Lines 1through6) XXX XXX XXX XXX
8. Total (Lines 2 through 6) XXX XXX XXX XXX XXX XXX XXX XXX XXX
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Annual Statement for the year 2003 of the

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF INCURRED HEALTH CLAIMS

(000 Omitted)
Grand Total
Section A - Paid Health Claims
Cumulative Net Amounts Paid
Year in Which Losses f 2 3 4 5
Were Incurred 1999 2000 2001 2002 2003
PO sl T
201909 s 2800
32000 XXX el 2299
42000 XXX XXX T8 2
62002 XXX XXX XXX sl 2,308
6. 2003 XXX XXX XXX XXX 38,239
Section B - Incurred Health Claims
Sum of Cumulative Net Amount Paid and Claim Liability and Reserve Outstanding at End of Year
Year in Which Losses f 2 3 4 5
Were Incurred 1999 2000 2001 2002 2003
1' Prior AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
201909 a2l
32000 XXX s B
402000 XXX XXX a2
62002 XXX XXX XXX sl 4
6. 2003 XXX XXX XXX XXX 2,896
Section C - Incurred Year Health Claims and Claims Adjustment Expense Ratio
1 2 3 4 5 6 7 8 9 10
Total Claims and
Years in which Claim and Claim Claims Adjustment

Premiums were Earned Claim Adjustment (Col. 3/2) Adjustment Expense (Col. 5/1) Unpaid Claims Expense Incurred (Col. 9/1)

and Claims were Incurred Premiums Earned Claims Payments Expense Payments Percent Payments (Col. 2 + 3) Percent Claims Unpaid Adjustment Expenses (Col.5+7+8) Percent
1. Priorto1999 | XXX XXX XXX XXX
2' 1999 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
3' 2000 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
4' 2001 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
5' 2002 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
6. 20 48,844 40,545 1,485 3.663 42,030 86.049 2,900 128 45,058 92.249

7. Total (Lines 1through6) XXX 40,545 1,485 XXX 42,030 XXX 2,900 128 45,058 XXX

8. Total (Lines 2 through 6) 48,844 XXX XXX XXX XXX XXX XXX XXX XXX XXX
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Annual Statement for the year 2003 of the

UNDERWRITING AND INVESTMENT EXHIBIT

Delta Dental Plan of Arkansas, Inc.

PART 3 - ANALYSIS OF EXPENSES

1 2 3 4
Claim General
Adjustment Administrative Investment
Expenses Expenses Expenses Total

1. Rent( 0 foroccupancyof ownbuiding) | 143001 782000 190,500
2. Salaries, wages and other benefits ) 2663714\ 2677381 | 534109
3. Commissions (less$ 0 ceded

pus$ 0 assumed) | | .. 30sstesf | 3058168
4. legalfeesandexpenses | 24282 24408( 48,688
5' Certlflcatlons and accredltatlon fees AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
6. Auditing, actuarial and other consulting services | ey 17883 | 35878
7. Travelingexpenses 07448 1080001 | 215448
8. Marketingandadvertising . eoresp o 60789
9. Postage, express and telephone | 505083} 507654 | 1,012,717
10. Printing and office supplies 136315 1870141 213328
1. Occupancy, depreciation and amortization | 17,5000 175891 ... 35089
12. Equipment 10892 IO 141,546
13. Cost or depreciation of EDP equipment and software | 258791 257103 51284
14. Outsourced services incuding EDP, claims, and other services | 1620021 1,620,021
15. Boards, bureaus and associationfees | 402183 402,163
16. Insurance, exceptonrealestate | aveer) 2213) . 84210
17. Collection and bank service charges | 15387\ 145,387
18. Group service and administrationfees L
19. Reimbursements by uninsured accident and health plans | (4273186)  (4295111) ) (8,568,207)
20 Relmbursements from flscal IntermEdIanes AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
21. Realestateexpenses | greal sy T
22. Realestatetaxes | 138071 88TV 2684
23. Taxes, licenses and fees:

231 State and |oca| Insurance taxes AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA

232 Statepremumtaxes | 248526\ | 245526

233 Regulatorauthority licenses and fees |

234 Payrolitaxes

235 Other (excluding federal income and real estate taxes) | | 8398 | 5398
24. Investment expenses notincluded elsewhere 1
25. Aggregate write-ins for expenses 90,083 345,499 435,582
26. Total expenses incurred (Lines 11025) 1599770( . 387T0421| @) 5470191
27. Less expenses unpaid December 31, curentyear | 128083 WA 1,505,394
28. Add expenses unpaid December 31, prioryear | 3834 e8| | . 940
29. Amounts receivable relating to uninsured accident and health

plans, prioryear
30. Amounts receivable relating to uninsured accident and health

plans, currentyear
31. Total expenses paid (Lines 26 minus 27 plus 28 minus 29 plus 30) 1,506,991 2,555,546 4,062,537

DETAILS OF WRITE-INS

2501, Charitable Contibutions | .| ... 2385 | 253885
2502. Misscellaneous Other | 455 4548 |90
2503. Processing Expense | 20457 29608 | 59065
2598. Summary of remaining write-ins for Line 25 from overflow page 56,101 57,488 113,589
2599. Totals (Lines 2501 through 2503 + 2598) (Line 25 above) 90,083 345,499 435,582

(a) Includes management fees of $

0 to affiliates and $

14




Annual Statement for the year 2003 of the

EXHIBIT OF NET INVESTMENT INCOME

1
Collected
During Year

2
Earned
During Year

U.S. Govemmentbonds
Bonds exempt from U.S. tax
Other bonds (unaffiliated)
Bonds of affiliates
Preferred stocks (unaffiliated)
Preferred stocks of affiliates .
Common stocks (unaffiliated)
Common stocks of affiliates .
Mortgage loans

Real estate

Derivative instruments
Otherinvestedassets .

Aggregate write-ins for investment income
Total gross investment income

Net investment income - (Line 10 minus Line 16)

DETAILS OF WRITE-INS

0901.
0902.
0903.
0998.
0999.

1501.
1502.
1503.
1598.
1599.

AR SOICIOICIOICO)

h)

Includes $ 0
Includes $ 0
Includes $ 0
Includes $ 0
Includes $ 0
Includes $ 0
Includes $ 0

EXHIBIT OF CAPITAL GAINS (LOSSES)

Realized
Gain (Loss)
On Sales or

Maturity

Other
Realized
Adjustments

Increases
(Decreases)
by
Adjustment

Net Gain (Loss)
from Change in
Difference
Between Basis
Book/Adjusted
Carrying and
Admitted Values

4 5

1.1
1.2
1.3
2.1
2.11
22
2.21

O © XN oA

—_

US. Govemmentbonds
Bonds exempt from U.S. tax
Other bonds (unaffiliated)
Bonds of affiliates

Preferred stocks (unaffiliated)
Preferred stocks of affiliates

Mortgage loans
Real estate

Total capital gains (losses)

DETAILS OF WRITE-INS

0901.
0902.
0903.
0998.
0999.

Summary of remaining write-ins for Line 9 from overflow page
Totals (Lines 0901 through 0903) plus 0998 (Line 9, above)
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Annual Statement for the year 2003 of the

Delta Dental Plan of Arkansas, Inc.

EXHIBIT 1 - ANALYSIS OF NONADMITTED ASSETS AND RELATED ITEMS

1
End
of
Current Year

2
End
of
Prior Year

3
Changes for Year
(Increase) or
Decrease

1. Summary of ltems Page 2, Lines 121020, Column2 | . 691%6| 213681[ (484479)
2. Other Nonadmitted Assets:
21 BIHS rece“lable AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
22 Leaseholdimprovements
23 Cashadvancedtoorinhands ofofficersandagents |
24 Loans on personal security, endorsed ormot
25 CommUted commISS|0ns AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
3. Tofal(Lines2.4102.5)
4. Aggregate write-ins for otherassets 4,535,213 567,071 (3,968,142)
5. Total (Line 1 plus Line 3 and Line 4) 5,233,369 780,752 (4,452,617)
DETAILS OF WRITE-INS
0401, Prepaid Expenses | 108173\ . e4dst|  (43722)
0402. Real Estate in excess of state fimitof 10% | 4421040( o B02620) o (3,924420)
0403 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
0498. Summary of remaining write-ins for Line 4 from overflow page =~~~
0499. Totals (Lines 0401 through 0403 plus 0498) (Line 4 above) 4,535,213 567,071 (3,968,142)
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EXHIBIT 2 - ENROLLMENT BY PRODUCT TYPE FOR HEALTH BUSINESS ONLY

Source of Enrollment

Total Members at End of

2
First
Quarter

3
Second
Quarter

4
Third
Quarter

5
Current
Year

6

Current Year
Member
Months

Health Maintenance Organizations

Provider Service Organizations

Indemnity Only

Aggregate write-ins for other lines of business

104,766

109,203

109,749

110,550

114,202

1,331,574

Total

104,766

109,203

109,749

110,550

114,202

1,331,574

DETAILS OF WRITE-INS

0601.
0602.
0603.
0698.
0699.

Totals (Lines 0601 through 0603 plus 0698) (Line 6 above)

104,766

109,203

109,749

110,550

114,202

1,331,574

104,766

109,203

109,749

110,550

114,202

1,331,574




Annual Statement for the year 2003 of the  Delta Dental Plan of Arkansas, Inc.

NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a The accompanying financia statements of the organization have been prepared in conformity with the NAIC Annual
Statement I nstructions and Accounting Practices and Procedures Manual .

b. The preparation of financia statements in conformity with the Annual Statement Instructions and Accounting Practices and
Procedures Manual requires management to make estimates and assumptions that affect the reported amountsin the financial
statements and accompanying notes. The actual results could differ from these estimates.

C. @ Short-term investments with a maturity of three months or less at the time of purchase are reported as cash
equivaents.
2 Corporate bonds are stated at market value.
(©)] Common stocks are stated at market value.
(6) US Treasury Bonds and government agency securities are stated at amortized cost.
() The organization caries Omega Administrators, Inc. (a wholly-owned subsidiary) using the generally accepted

accounting principles equity method.

d. Denta premiums are billed in advance and are included in income ratably over the period to which they apply; accordingly,
the portion of dental premiums applicable to future periods is included in the statements of admitted assets, liabilities, capital
and surplus - statutory basis as unearned premiums. Dental care costs are accrued as services are rendered, including
estimates of costsincurred but not yet reported.

Claims incurred and unpaid include both claims in process and a provision for incurred but not reported claims. The
provision for incurred but not reported claims is an actuarialy determined and certified estimate based on experience and
accumulated statistical data.  The methods for making such actuarialy determined and certified estimates and for
establishing the resulting liability are continually reviewed. Provision is also made for estimated claims processing costs to
be incurred in paying such claims. Management believes the amounts reflected for these liabilities are adequate; however,
the ultimate liabilities may differ from the amounts recorded and any adjustments are reflected in current earnings.

e Under the organization's cash management system, checks issued but not presented to banks frequently result in overdraft
balances for accounting purposes and are included as "Cash and Short-Term Investments' in the statements of admitted
assets, liabilities, capital and surplus - statutory basis.

f. The organization maintains deposits from certain employer groups with administrative services contracts. These deposits
represent a prefunding of expected costs under the contract.

NOTE 2 - ACCOUNTING CHANGES AND CORRECTIONS OF ERRORS

None.

NOTE 3 - BUSINESS COMBINATIONS AND GOODWILL

None.

NOTE 4 - DISCONTINUED OPERATIONS

None.

NOTE5- INVESTMENTS

d. (©)] Loan-backed securities (government agencies) are stated at amortized cost.

NOTE 6 - JOIN VENTURES, PARTNERSHIPS AND LIMITED LIABILITY COMPANIES

None.

NOTE 7 - INVESTMENT INCOME

a Due and accrued investment income is recorded in compliance with the NAIC Annual Statement Instructions and
Accounting Practices and Procedure Manual.

b. The total amount excluded was $0.

NOTE 8 - DERIVATIVE INSTRUMENTS

None.

NOTE 9 - INCOME TAXES

Asa501(c)4 entity under the Internal Revenue Code, the organization is not subject to federal income tax.

NOTE 10 - INFORMATION CONCERNING PARENT, SUBSIDIARIES AND AFFILIATES

a Omega Administrators, Inc.

On December 3, 2002, the organization incorporated Omega Administrators, Inc. (Omega) as a wholly owned for-profit
subsidiary. Omega was incorporated to serve as a third party administrator and provide the organization with an aternative
corporation which it can use to market dental coverages for other insurance carriers outside the boundaries of the state of
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Annual Statement for the year 2003 of the  Delta Dental Plan of Arkansas, Inc.

NOTES TO FINANCIAL STATEMENTS

Arkansas. The current Delta Dental Association restrictions prevent the organization from soliciting groups that do not
operate within the boundaries of the state of Arkansas.

In order to provide Omega with working capital, the organization entered into a loan agreement with Omega to provide up
to $111,530 in funding. This loan was originated on September 25, 2003, bears interest at "Prime plus 2%" and matures on
December 31, 2008. The loan is unsecured and is payable upon demand or at maturity if no demand is made. At December
31, 2003, atotal of $30,000 had been advanced by the organization to Omega.

On July 31, 2003, Omega and USAble Life (USAble) entered into an administrative services agreement, where Omega "will
provide product support, underwriting, administrative claims adjudication and related services necessary to administer the
product after the sale”". USAble will "provide all services related to the sale and marketing of the product, product filing and
regulatory compliance, sales materials, premium billing and collection, producer licensing and commission payments, and
related matters'. Theinitial term of this agreement is for a period of five years and will expire on July 31, 2008.

Simultaneous to the Omega administrative services agreement with USAble, the organization entered into a reinsurance
agreement with USAble, whereby USAble will underwrite and sell dental insurance, fifty percent of which will be reinsured
by the organization. Any profit or loss will be shared equally between the organization and USAble, after deduction al
expenses, costs and reserves from the total amount of premiums.

On August 1, 2003, Omega and Group Benefit Administrators, LLC (GBA) entered into an administrative services
agreement, where GBA will provide:

@ Processing and payment of claimsand related data processing based upon claimsdata provided by Omega
2 Printing and mailing of claim payment checks

(©)] Furnish Omega's bank with a positive pay file for claim payments

4 Printing and mailing "Notifications of Benefits'

) Establish web-site based interface for Omega's customer services, employer and subscriber web sites
(6) Assistance to Omega staff for complaint handling

() Eligibility maintenance based upon the information provided by Omegato GBA

(©)] Access to data files detailing the claims paid

9) Establish group records based upon information provided by Omega

(20) Standard system reports viathe web-site

(12) Produce group billings

GBA will receive an administrative fee for the above services equal to sixty-eight cents per enrolled employee, per month
based upon the employees shown on the respective month's billing for groups. The initial agreement expires on December
1, 2004 and will renew automatically for one year successive periods.

On October 31, 2003, the organization and Omega entered into an administrative services agreement, where the organization
"will provide product support, customer service and related services necessary to administer dental insurance contracts
administered by Omega'. The organization will remit monthly invoices to Omega for "the cost of services to include the
salary of employees for the timed worked on Omega business plus thirty percent for employee benefits plus any expense
incurred due to the administration of Omega's business'. The initial term of this agreement is for a period of five years and
will expire on October 31, 2008. The organization received $10,229 in administration fees during the year ended December
31, 2003.

Omega Administrators of Mississippi, Inc.

On October 24, 2003, Omega incorporated Omega Administrators of Mississippi, Inc. (Omega - Mississippi) as a wholly
owned for-profit subsidiary. Omega - Mississippi was incorporated to meet the domestic corporation requirements of the
state of Mississippi. After Omega meets Mississippi's Third Party Administrator requirement for number of years in
operation, the organization anticipates merging Omega - Mississippi into Omega.

As part of its incorporation, Omega - Mississippi issued a promissory note to Omega in the amount of $4,700. This loan
was funded on October 31, 2003, bears interest at "Prime plus 2%" and matures on December 31, 2008. The loan is
unsecured and is payable upon demand or a maturity if no demand is made.

On October 31, 2003, Omega and Omega - Mississippi entered into an administrative services agreement, where Omega
"will provide product support, customer service and related services necessary to administer dental insurance contracts
administered by Omega - Mississippi”. Omega - Mississippi will be billed monthly at a rate of $2.25 per subscriber, per
month based on the number of subscribers at the end of each respective month.  The initial term of this agreement is for a
period of five years and will expire on October 31, 2008. Omega received $729 in administration fees during the year ended
December 31, 2003.

NOTE 11 - DEBT

b. At December 31, 2003, the organization had three outstanding lines of credit totalling $7,350,000 available for use in its
business operations.

@ Thefirst line of credit totals $5,000,000 and was established for use during the construction of the organization's
new office facilities building. Thisline of credit is secured by the investment securities held by Stephens, Inc. in
account #30024403 and all income earned and proceeds received from these securities. Interest accrues at a
variable rate and is determined periodically as .500% above the "LIBOR Daily Floating Rate". Currently the
interest rate approximates 1.634%. Interest only payments are due on the 10th of each month with one payment
of the outstanding principal plus any accrued unpaid interest due on November 10, 2008. At December 31,
2002, $2,000,000 had been drawn on this line of credit.

2 The second line of credit totalled $2,000,000 and was established for use "in case of emergencies or instance of
natural disaster”. Thisline of credit was unsecured and matured on November 12, 2003. No amounts have been
drawn and none are currently outstanding on this line of credit. The organization has been contacted by the
lender regarding arenewal of the line of credit, but no renewal terms have been negotiated.

(©)] The third line of credit totalled $350,000 and was established for use as "overdraft protection. This line of
credit was unsecured and matured on November 12, 2003. No amounts have been drawn and none are currently
outstanding on this line of credit. The organization has been contacted by the lender regarding a renewal of the
line of credit, but no renewal terms have been negotiated.

NOTE 12 - RETIREMENT PLANS, DEFERRED COMPENSATION, POSTRETIREMENT BENEFITS AND
COMPENSATED ABSENCES AND OTHER POSTRETIREMENT BENEFIT PLANS

b. @ Currently, the organization has three active retirement plans available for its eligible employees.
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Annual Statement for the year 2003 of the  Delta Dental Plan of Arkansas, Inc.

NOTES TO FINANCIAL STATEMENTS

The first, a profit sharing plan, has an effective date of July 1, 1994 and covers all full-time employees of the
organization who have completed one year of service. Organization contributions are discretionary and limited
by the interna revenue code. Total costs related to this plan were approximately $170,000 and $190,500 for the
years ended December 31, 2003 and 2002, respectively.

The second, a401 (k) Profit Sharing Plan, was established on July 1, 1994 and was restated effective January 1,
1997 and January 1, 2003. To be eligible to participate, an employee must have reached eighteen (18) years of
age and have completed three (3) months of digibility service. Pursuant to this plan, participant contributions
cannot exceed 20% of compensation and are 100% vested and nonforfeitable. The organization will match 100%
the first 3% of deferred wages and 50% of the next 2% of deferred wages. These matching contributions vest
20% per year over afive year period. Total costs related to this plan were $101,387 and $43,797 for the years
ended December 31, 2003 and 2002, respectively.

The third, a Nonqualified 457 (b) Retirement Plan was established by the organization on April 1, 2003 "as an
inducement and motivation to its key managerial and highly compensated employees'. Participation in the plan
is determined at the sole discretion of the organization's Board of Directors. At December 31, 2003, plan assets
totalled $72,787 and plan liabilities totalled $73,936 resulting in a loss reported in the statement of activities of
$1,149.

2 On August 2, 2000, the date of his retirement, the organization agreed to pay biweekly retirement benefits of
$1,750.16 to its former President and CEO. These benefits are to paid for the rest of his life or ten years,
whichever is greater. In the event of his death during the ten year period following retirement, one-half of the
retirement benefit will be paid to his widow for the remainder of the ten year period.

NOTE 13 - CAPITAL AND SURPLUS, SHAREHOLDERS DIVIDEND RESTRICTIONS AND QUASI-
REORGANIZATIONS

9. @) Unrealized gains on US Treasury Bonds and agency securities totalled $401,329 at December 31, 2003.

(b) Non-admitted assets totalled $4,855,441 at December 31, 2003.

NOTE 14 - CONTINGENCIES

None.

NOTE 15- LEASES

None.

NOTE 16 - INFORMATION ABOUT FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET RISK
AND FINANCIAL INSTRUMENTS WITH CONCENTRATIONS OF CREDIT RISK

None.

NOTE 17 - SALE, TRANSFER AND SERVICING OF FINANCIAL ASSETS AND EXTINGUISHMENT OF
LIABILITIES

None.

NOTE 18 - GAIN OR LOSS TO THE REPORTING ENTITY FOR UNINSURED A & H PLANSAND THE _
UNINSURED PORTION OF PARTIALLY INSURED PLANS

The gain from operations from Administrative Services Contract (ASC) uninsured plans and the uninsured portion of
partially insured plans were as follows for the years ended December 31, 2003 and 2002:

2003 2002
@ Gross reimbursement for medical costsincurred  $ 107,331,560 $ 98,581,811
(b) Gross Administrative fees accrued 8,558,025 7,894,280
(© Other income and expenses 0 0
(d) Gross expenses incurred (115,889,585) (106,476,091)
(e Total net gain or loss from operations $ 0 $ 0

NOTE 19 - DIRECT PREMIUMS WRITTEN/PRODUCED BY MANAGING GENERAL AGENTS OR THIRD
PARTY ADMINISTRATORS

None.

NOTE 20 - SEPTEMBER 11 EVENTS

None.

NOTE 21 - OTHER ITEMS

None.

NOTE 22 - EVENTS SUBSEQUENT

The organization took possession and was granted occupancy of its new office facilities building on November 18, 2003. In connection
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NOTES TO FINANCIAL STATEMENTS

with the construction of these facilities, the following of a new office facilities building, the following contracts and agreements were
negotiated.

@ On August 2, 2002, the organi zation entered into a contract with Williams and Dean Associated Architect, Inc. to
design and assist with the construction of its new office facilities building, which will total approximately 40,000
square feet. Compensation for these services will be 4.5% of the construction costs. Unpaid architectural fees
totalled $3,190 at December 31, 2003.

2 On January 15, 2003, the organization entered into a contract with Baldwin & Shell Construction Co. to serve as
the general contractor during the construction of its new office facilities. Compensation for these services will be
5.0% of the construction costs, not to exceed $625,630. Unpaid construction costs, including retainage, totalled
$175,339 at December 31, 2003.

(©) On September 3, 2003, the organization entered into two contracts with Today's Office, Inc. to provide the
furniture, furnishings and equipment for the new office facilities building. The cost of this contract and related
change orders totalled $471,003. Amounts due and unpaid for furniture, furnishings and equipment placed in
service prior to December 31, 2003 were $240,019.

NOTE 23 - REINSURANCE

None.

NOTE 24 - RETROSPECTIVELY RATED CONTRACTS AND CONTRACTS SUBJECT TO TERMINATION

None.

NOTE 25 - CHANGE IN INCURRED CLAIMS AND CLAIMS ADJUSTMENT EXPENSES

The reserve for incurred claims and claim adjustment expenses attributable to insured events increased $566,317, from
$2,224,740 at December 31, 2002 to $2,791,057 a December 31, 2003. This increase is a result of the reestimation of unpaid claims
and claim adjustment expenses principally related to dental insurance. Original estimates are increased and decreased as additional
information becomes available regarding individua claims and as aresult of ongoing analysis of recent loss development trends.

NOTE 26 - INTERCOMPANY POOLING ARRANGEMENTS

None.

NOTE 27 - STRUCTURED SETTLEMENTS

None.

NOTE 28 - HEATH CARE RECEIVABLES

None.

NOTE 29 - PARTICIPATING POLICIES

None.

NOTE 30 - PREMIUM DEFICIENCY RESERVES

None.

NOTE 31 - ANTICIPATED SALVAGE AND SUBROGATION

None.

NOTE 32 - ORGANIZATION AND OPERATION

Delta Dental Plan of Arkansas, Inc. (the Organization) was organized on March 15, 1982, as a not-for-profit corporation
exempt from income tax under section 501 (c) (4) of the Internal Revenue Code and is subject to regulation by the Insurance
Department of the State Arkansas. The organization maintains and operates a not-for-profit dental care plan by which professional
dental services are provided through employer groups to employees who are subscribersin the plan. Dental services are provided under
written contracts with the employer groups which entitle the subscriber to certain dental services by dentists licensed and registered to
practice with their state. The organization reimburses participating dentists for claims to eligible fees after applying deductibles,
co-insurance and policy limitations in accordance with the contracts. The organization has certain contracts with employer groups in
which it provides Administrative Services Contracts (ASC). Servicesinclude: review of claims, payment of benefits, notification to
the insured parties, certain cost containment services and accounting reports. For these services, the organization receives an
administrative fee and is reimbursed for all benefit payments. The books and records are maintained and the corporate office is located
at 1513 Country Club Lane, Sherwood, Arkansas 72120.

NOTE 33 - MINIMUM NET WORTH

Under the laws of the state of Arkansas, the organization is required to provide a minimum contingency reserve of $50,000.
Pursuant to the Arkansas Statutory Deposit Requirements, the organization has pledged a certificate of deposit in the amount of $50,000
to the Insurance Department of Arkansas.
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NOTE 34 - PROPERTY AND EQUIPMENT

The organization provides for depreciation on the straight-line basis using lives that range from three to forty years.
Depreciation charged to operations was $542,992 and $338,813 for the years ended December 31, 2003 and 2002, respectively. The
following is a summary of Admitted Property and Equipment at December 31, 2003 and 2002.

2003 2002

Land and Building $ 6,504,391 $3,471,699
Furniture and Fixtures 3,403,672 2,034,218
Tota Property and Equipment $9,908,063 $5,505,917
Less Accumulated Depreciation (1,826,565) (1,530,484)
Net Property and Equipment $8,081,498 $3,975,433
Less Non-Admitted Property and Equipment (4,542,562) (716,301)

Net Admitted Assets $ 3,538,936 $3,259,132
Real Estate $2,647,358 $2,746,403
Electronic Data Processing Equipment 891,578 512,729
Furniture and Equipment 0 0

Net Admitted Assets $ 3,538,936 $3,259,132

NOTE 35 - CONCENTRATIONS OF CREDIT RISKS

The organization maintains its cash in bank deposit accounts which may at times exceed the federaly insured limits. No
losses have been experienced in these accounts and the organization does not believe it is exposed to any significant credit risk thereon.

NOTE 36 - INVESTMENTS

The organization reports its US Treasury Bonds and government agency securities at amortized cost. All other investments
with readily determinable fair values are reported at their fair value in the statements of admitted assets, liabilities, capital and surplus -
statutory basis. Unrealized gains and losses are included in the change in net assets in the accompanying statements of revenue and
expenses and changes in capital and surplus - statutory basis. The following is a summary of Investment Securities held at December
31, 2003 and 2002.

AMORTIZED MARKET UNREALIZED

2003 VALUE VALUE (LOSS)/GAIN

US Treasury Bonds $ 10,230,908 $ 10,550,078 $ 319,170
Government Agencies 4,964,249 5,046,408 82,159
S & P 500 Depositary Receipts 3,187,949 3,179,826 (8,123)
Other Marketable Securities 99,350 101,000 1,650
Total $ 18,482,456 $ 18,877,312 $ 394,856
AMORTIZED MARKET UNREALIZED

2002 VALUE VALUE (LOSS)/GAIN

US Treasury Bonds $ 8,898,662 $ 9,304,098 $ 405,436
S & P 500 Depositary Receipts 5,704,124 5,839,032 134,908
Other Marketable Securities 3,187,949 2,521,173 (666,776)
Cash and Money Market Funds 99,071 95,000 (4,071)
Total $ 17,889,806 $17,759,303 $ (130,503)

NOTE 37 - RECONCILIATION WITH GAAP FINANCIAL STATEMENTS

A reconciliation of statutory capital and surplus, as determined using statutory accounting practices, to net assets, as
determined by generally accepted accounting principles, as of December 31, 2003 and 2002 is as follows:

2003 2002

Statutory Capital and Surplus $ 20,347,766 $21,357,617
Recognition of statutory Non-Admitted Assets:

Prepaid Expenses 108,173 64,451

Furniture and Fixtures 698,156 312,815

Building and Land 3,844,406 502,620

Properties Held for Sale 582,634 0

Investment Carrying Value 392,350 541,273
Fund Balance Per GAAP Financial Statement $ 25,973,485 $22,679,642

In the GAAP financial statements, reimbursements and payments of claims for ASC groups are presented as separate items
in the revenue and expense sections of the statements of revenues, expenses and changes in net assets. Statutory accounting principles
do not provide for inclusion of those amounts in the statements of revenues and expenses and changes in capital and surplus.

NOTE 38 - ADMINISTRATIVE SERVICES CONTRACTS

The organization has certain contracts with employer groups in which it provides administrative services. Such services
include: review of claims, disbursement of benefits, notification to the insureds, certain cost containment services and accounting
reports, as well as credentialing and professiona relation services. In this capacity, the organization paid claims of approximately
$107,331,560 and $98,581,800 during the years ended December 31, 2003 and 2002. These amounts are not included in the
accompanying financial statements. In consideration for these services, the organization receives an administrative fee and is
reimbursed for all benefit payments. The related subscriber claims reserves and corresponding assets of approximately $8,558,025 and
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$7,894,300 at December 31, 2003 and 2002 are al so excluded from the accompanying financial statements.

Included in the activity described in the above paragraph is an administrative services contract with a major
employer/retailer group. Claims processed and paid for this group were approximately $81,461,300 and $75,004,100 during the years
ended December 31, 2003 and 2002. Administrative service fees related to the processing of these claims were approximately
$6,853,500 and $6,627,800 for each respective year.

NOTE 39 - COMMITMENTS

During the year ended December 31, 1999, the organization executed a claims processing agreement with Delta Dental Plan
of Michigan, Inc. which requires an eighty-five cent payment for each claim processed. Theinitial agreement expired on December 31,
2003 and will be renewed. Contract term negotiations have not been finalized, but preliminary negotiations will lower the per claim
processing fee to eighty-three cents beginning January 1, 2004. Total processing fees incurred were approximately $1,220,000 and
$1,156,100 for the years ended December 31, 2003 and 2002, respectively.

NOTE 40 - UNPAID CLAIMS, LOSSES AND LOSS ADJUSTMENT EXPENSES

2003 2002

Unpaid Claims and Claims Adjustment Expense:

Claims- Beginning of Year $ 2,127,000 $ 3,180,000

Claims Adjustment Expenses - Beginning of Y ear 97,740 157,313
Incurred Claims and Claim Adjustment Expenses:
Loss Events 41,348,352 36,011,966
Actua Payments:
Payments 40,545,009) (37,124,539
Unpaid Claims and Claims Adjustment Expense:

End of Year $ 3,028,083 $ 2,224,740
Unpaid Claims and Claims Adjustment Expense:

Claims $ 2,900,000 $ 2,127,000

Claims Adjustment Expenses 128,083 97,740

End of Year $ 3,028,083 $ 2,224,740
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Delta Dental Plan of Arkansas, Inc.

SUMMARY INVESTMENT SCHEDULE

Investment Categories

Admitted Assets as
Reported in the
Annual Statement

3
Amount

4
Percentage

© o N o

Bonds:
11 US.treasury securities
1.2 U.S. government agency and corporate obligations

(excluding mortgage-backed securities):

1.21 Issued by U.S. government agencies

Foreign government (including Canada, excluding mortgage-backed securities)

Securities issued by states, territories, and possessions

and political subdivisions in the U.S.:

1.41 States, territories and possessions general obligatons

1.42 Political subdivisions of states, territories and possessions and political
subdivisions general obligations

1.3
14

Mortgage-backed securities (includes residential and commercial MBS):
1.51 Pass-through securities:

1.52 CMOs and REMICs:
1.521 Issued by FNMAand FHLMC
1.522 Privately issued and collateralized by MBS issued or
guaranteed by GNMA, FNMA, or FHLMC
1523 Allother privatelyissued
Other debt and other fixed income securities (excluding short term):
2.1 Unaffiliated domestic securities (includes credit tenant loans rated by the SVO)
22 Unaffiiated foreign securities
23 AﬁlllatEd Secuntles AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
Equity interests:
31 |nveStments In mUtual funds AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
3.2 Preferred stocks:
3.21 Affiliated

Publicly traded equity securities (excluding preferred stocks):
3.31 Affiliated

33

Other equity securities:
3.41 Affiliated

34

Other equity interests including tangible personal property under lease:
3.51 Affiliated

35

4.1
4.2
43
44
45
46
Real estate investments:
5.1 Property occupied by company
5.2 Property held for production of income

(includes $

5.3 Property heldforsale (8 0

Total invested assets

10,214,103

Gross
Investment Holdings
1 2
Amount Percentage

AAAAAAAAAA 10214103 33.890
o A9BET0| 16469
o 99%%0) 0330
L B8y (001)
oo 3amesly 10.550
... 635385 21.082
L. e44ss 3200
o 420A8%| 14250
72,406 0.240
30,139,333 100.000

25,850,202

100.000
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1.1

2.1

22

3.1
32

33

34

41

4.2

5.1
5.2

6.1

6.2

Annual Statement for the year 2003 of the

Is the reporting entity a member of an Insurance Holding Company System consisting of two or more affiliated persons, one or more of which

Delta Dental Plan of Arkansas, Inc.

GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

is an insurer?

GENERAL

If yes, did the reporting entity register and file with its domiciliary State Insurance Commissioner, Director or Superintendent or with
such regulatory official of the state of domicile of the principal insurer in the Holding Company System, a registration statement
providing disclosure substantially similar to the standards adopted by the National Association of Insurance Commissioners (NAIC) in its
Model Insurance Holding Company System Regulatory Act and model regulations pertaining thereto, or is the reporting entity subject to

standards and disclosure requirements substantially similar to those required by such Act and regulations?

State Regulating?

Has any change been made during the year of this statement in the charter, by-laws, articles of incorporation, or deed of settlement
of the reporting entity?

If yes, date of change:
If not previously filed, furnish herewith a certified copy of the instrument as amended.

State as of what date the latest financial examination of the reporting entity was made or is being made.

State the as of date that the latest financial examination report became available from either the state of domicile or the reporting entity.
This date should be the date of the examined balance sheet and not the date the report was completed or released.

State as of what date the latest financial examination report became available to other states or the public from either the state of
domicile or the reporting entity. This is the release date or completion date of the examination report and not the date of the examination
(balance sheet date).

During the period covered by this statement, did any agent, broker, sales representative, non-affiliated sales/service organization or any

combination thereof under common control (other than salaried employees of the reporting entity) receive credit or commissions for or control
a substantial part (more than 20 percent of any major line of business measured on direct premiums) of:

4.11 sales of new business?
4.12 renewals?

During the period covered by this statement, did any sales/service organization owned in whole or in part by the reporting entity or an
affiliate, receive credit or commissions for or control a substantial part (more than 20 percent of any major line of business measured on
direct premiums) of:

4.21 sales of new business?
4.22 renewals?

Has the reporting entity been a party to a merger or consolidation during the period covered by this statement?

If yes, provide the name of the entity, NAIC company code, and state of domicile (use two letter state abbreviation) for any entity that has

ceased to exist as a result of the merger or consolidation.

1
Name of Entity

2

NAIC Company Code

3

State of Domicile

Has the reporting entity had any Certificates of Authority, licenses or registrations (including corporate registration, if applicable)
suspended or revoked by any governmental entity during the reporting period? (You need not report an action either formal or informal,
if a confidentiality clause is part of the agreement)

If yes, give full information

Does any foreign (non-United States) person or entity directly or indirectly control 10% or more of the reporting entity?

If yes,

7.21 State the percentage of foreign control

7.22 State the nationality(s) of the foreign person(s) or entity(s); or if the entity is a mutual or reciprocal, the nationality of its

manager or attorney-in-fact and identify the type of entity(s) (e.g., individual, corporation, government, manager or attorney-in-fact)

1
Nationality

2
Type of Entity

27

Yes[ ] No[X]

Yes[ ] No[X] NA[ ]

Yes[X] No[ ]
04/18/2003

02/18/2003

02/18/2003

02/18/2003

Yes[ ] No[X]
Yes[ ] No[X]

Yes[ ] No[X]
Yes[ ] No[X]

Yes[ ] No[X]

Yes[ ] No[X]

Yes[ ] No[X]
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Annual Statement for the year 2003 of the Delta Dental Plan of Arkansas, Inc.

GENERAL INTERROGATORIES

(continued)
Is the company a subsidiary of a bank holding company regulated by the Federal Reserve Board? Yes[ ] No[X]
If response to 8.1 is yes, please identify the name of the bank holding company.
Is the company affiliated with one or more banks, thrifts or securities firms? Yes[ ] No[X]
If response to 8.3 is yes, please provide the names and location (city and state of the main office) of any affiliates regulated by a federal
financial regulatory services agency [i.e. the Federal Reserve Board (FRB), the Office of the Comptroller of the Currency (OCC), the Office of
Thrift Supervision (OTS), the Federal Deposit Insurance Corporation (FDIC) and the Securities Exchange Commission (SEC) and identify the
affiliate's primary federal regulator.]
1 2 3 4 5 6 7
Affiliate Name Location (City, State) FRB ocC oTS FDIC SEC
NO NO NO NO NO
NO NO NO NO NO
NO NO NO NO NO
NO NO NO NO NO
NO NO NO NO NO
What is the name and address of the independent certified public accountant or accounting firm retained to conduct the annual audit?
Masssey & Wood
137 Shadow Oaks Drive, Sherwood, AR 72120 ...
What is the name, address and affiliation (officer/employee of the reporting entity or actuary/consultant associated with a(n) actuarial
consulting firm) of the individual providing the statement of actuarial opinion/certification? William T, Billard
4100 Okemos Road, Okemos, MIA8864
Delta Dental Plan of Michigan, Inc.
FOR UNITED STATES BRANCHES OF ALIEN REPORTING ENTITIES ONLY:
What changes have been made during the year in the United States manager or the United States trustees of the reporting entity?
Does this statement contain all business transacted for the reporting entity through its United States Branch on risks wherever located? Yes[ ] No[X]
Have there been any changes made to any of the trust indentures during the year? Yes[ ] No[X]
If answer to (11.3) is yes, has the domiciliary or entry state approved the changes? Yes[ ] No[ ] NA[X]
BOARD OF DIRECTORS
Is the purchase or sale of all investments of the reporting entity passed upon either by the board of directors or a subordinate
committee thereof? Yes[X] No[ ]
Does the reporting entity keep a complete permanent record of the proceedings of its board of directors and all subordinate
committees thereof? Yes[X] No[ ]
Has the reporting entity an established procedure for disclosure to its board of directors or trustees of any material interest or
affiliation on the part of any of its officers, directors, trustees or responsible employees which is in or is likely to conflict with the
official duties of such person? Yes[ ] No[X]
FINANCIAL
Total amount loaned during the year (inclusive of Separate Accounts, exclusive of policy loans):
15.11 To directors or other officers $
15.12 To stockholders not officers $
15.13 Trustees, supreme or grand (Fraternal only) $
Total amount of loans outstanding at the end of year (inclusive of Separate Accounts, exclusive of policy loans):
15.21 To directors or other officers $
15.22 To stockholders not officers $
15.23 Trustees, supreme or grand (Fraternal only) $
Were any assets reported in this statement subject to a contractual obligation to transfer to another party without the liability for such
obligation being reported in the statement? Yes[ ] No[X]
If yes, state the amount thereof at December 31 of the current year:
16.21 Rented from others $
16.22 Borrowed from others $
16.23 Leased from others $
16.24 Other $
Disclose in Notes to Financial the nature of each obligation.
Does this statement include payments for assessments as described in the Annual Statement Instructions other than guaranty fund or guaranty
association assessments? Yes[ ] No[X]
If answer is yes:
17.21 Amount paid as losses or risk adjustment $
17.22  Amount paid as expenses $
17.23 Other amounts paid $
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GENERAL INTERROGATORIES

(continued)
INVESTMENT
18. List the following capital stock information for the reporting entity:
1 2 3 4 5 6
Number of Shares Number of Shares Par Value Redemption Price Is Dividend Rate Are Dividends
Class Authorized Outstanding Per Share If Callable Limited? Cumulative?
Prefered | Yes[ ] Nol[ T | Yes[ ] No[ ]
Common XXX XXX XXX XXX XXX
19.1 Were all the stocks, bonds and other securities owned December 31 of current year, over which the reporting entity has exclusive control,
in the actual possession of the reporting entity on said date, except as shown by Schedule E - Part 3 - Special Deposits? Yes[ ] No[X]
19.2 If no, give full and complete information, relating thereto
Custodian - Stephens Capital Management
20.1 Were any of the stocks, bonds or other assets of the reporting entity owned at December 31 of the current year not exclusively under the
control of the reporting entity, except as shown on Schedule E - Part 3 - Special Deposits, or has the reporting entity sold or transferred
any assets subject to a put option contract that is currently in force? (Exclude securities subject to Interrogatory 16.1). Yes[X] No[ ]
20.2 If yes, state the amount thereof at December 31 of the current year:
20.21 Loaned to others $
20.22 Subject to repurchase agreements $
20.23 Subject to reverse repurchase agreements $
20.24 Subject to dollar repurchase agreements $
20.25 Subject to reverse dollar repurchase agreements $
20.26 Pledged as collateral $ 2,000,000
20.27 Placed under option agreements $
20.28 Letter stock or securities restricted as to sale $
20.29 Other $
20.3 For each category above, if any of these assets are held by other, identify by whom held:
2031 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
2032 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
2033 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
2034 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
2035 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
2036 Stephens Capital Management
2037 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
2038 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
2039 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
For categories (20.21) and (20.23) above, and for any securities that were made available for use by another person during the period covered
by this statement, attach a schedule as shown in the instructions to the annual statement
20.4 For category (20.28) provide the following:
1 2 3
Nature of Restriction Description Amount
21.1 Does the reporting entity have any hedging transactions reported on Schedule DB? Yes[ ] No[X]
21.2 If yes, has a comprehensive description of the hedging program been made available to the domiciliary state? Yes[ ] No[ ] NA[X]
If no, attach a description with this statement.
22.1 Were any preferred stocks or bonds owned as of December 31 of the current year mandatorily convertible into equity, or, at the option of the
issuer, convertible into equity? Yes[ ] No[X]
22.2 Ifyes, state the amount thereof at December 31 of the current year. $
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GENERAL INTERROGATORIES

(continued)
INVESTMENT

23. Excluding items in Schedule E, real estate, mortgage loans and investments held physically in the reporting entity's offices, vaults or
safety deposit boxes, were all stocks, bonds and other securities, owned throughout the current year held pursuant to a custodial agreement
with a qualified bank or trust company in accordance with Part 1-General, Section IV.H-Custodial or Safekeeping Agreements of the NAIC

Financial Condition Examiners Handbook? Yes [
23.01 For agreements that comply with the regiurements of the NAIC Financial Condition Examiners Handbook, complete the following:
1 2
Name of Custodian(s) Custodian's Address
Stephens Capital Management 111 Center Street, Little Rock, AR 72201
23.02 For all agreements that do not comply with the requirements of the NAIC Financial Condition Examiners Handbook, provide the
name, location and a complete explanation:
1 2 3
Name(s) Location(s) Complete Explanation(s)
23.03 Have there been any changes, including name changes, in the custodian(s) identified in 23.01 during the current year? Yes [
23.04 If yes, give full and complete information relating thereto:
1 2 3 4
Date of
Old Custodian New Custodian Change Reason
23.05 Identify all investment advisors, brokers/dealers or individuals acting on behalf of brokers/dealers that have access to the
investment accounts, handle securities and have authority to make investments on behalf of the reporting entity:
Central Régistration 2 3
Depository Number(s) Name Address
24.1 Does the reporting entity have any diversified mutual funds reported in Schedule D, Part 2 (diversified according to the Securities and Yes [

Exchange Commission (SEC) in the Investment Company Act of 1940 [Section 5 (b) (1)]?
24.2 If yes, complete the following schedule:

1 2 3
Book/Adjusted
CUSIP# Name of Mutual Fund Carrying Value

9999999 TOTAL

24.3 For each mutual fund listed in the table above, complete the following schedule:

1 2 3 4
Amount of Mutual Fund's
Name of Mutual Fund Name of Significant Holding Book/Adjusted Carrying Value Date of
(from above table) of the Mutual Fund Attributable to the Holding Valuation
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GENERAL INTERROGATORIES
(continued)
OTHER

25.1 Amount of payments to Trade Associations, Service Organizations and Statistical or Rating Bureaus, if any?

25.2 List the name of the organization and the amount paid if any such payment represented 25% or more of the total payments to Trade
Associations, Service Organizations and Statistical or Rating Bureaus during the period covered by this statement.

1 2
Name Amount Paid
209,830

Delta Dental Plan Association

P |en |en |

26.1 Amount of payments for legal expenses, if any?

26.2 List the name of the firm and the amount paid if any such payment represented 25% or more of the total payments for legal expenses
during the period covered by this statement.

1 2
Name Amount Paid

Southern & Allen 35,029

P |eP |er |

27.1  Amount of payments for expenditures in connection with matters before legislative bodies, officers or department of government, if any?

27.2 List the name of the firm and the amount paid if any such payment represented 25% or more of the total payment expenditures in connection
with matters before legislative bodies, officers or department of government during the period covered by this statement.

1 2
Name Amount Paid

Phillips Management 13,000

P |er |er |

31
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Annual Statement for the year 2003 of the Delta Dental Plan of Arkansas, Inc.

GENERAL INTERROGATORIES
(Continued)

PART 2 - HEALTH INTERROGATORIES

Does the reporting entity have any direct Medicare Supplement Insurance in force?
If yes, indicate premium earned on U.S. business only.

What portion of Item (1.2) is not reported on the Medicare Supplement Insurance Experience Exhibit?
1.31 Reason for excluding

Indicate amount of earned premium attributable to Canadian and/or Other Alien not included in Item (1.2) above
Indicate total incurred claims on all Medicare Supplement insurance.
Individual policies: Most current three years:

1.61 Total premium earned

1.62 Total incurred claims

1.63  Number of covered lives

All years prior to most current three years:
1.64 Total premium earned

1.65 Total incurred claims

1.66 Number of covered lives

Group policies: Most current three years:

1.71 Total premium earned

1.72 Total incurred claims

1.73  Number of covered lives

All years prior to most current three years:
1.74 Total premium earned

1.75 Total incurred claims

1.76 Number of covered lives

Health Test:
1 2
Current Year Prior Year
2.4 Premium Numerator S 48844265 ' 42,089,864
2.2 Premium Denominator § 48844265 ' 42,089,864
23 PremumRatio (24122) 100 1.00
24 Reserve Numerator § 2900000 § 227,000
25 Reserve Denominator § 2900000 § 227,000
2.6 Reserve Ratio (2.4/2.5) 1.00 1.00

Has the reporting entity received any endowment or gift from contracting hospitals, physicians, dentists, or others that is agreed will be
returned when, as and if the earnings of the reporting entity permits?

If yes, give particulars:

Have copies of all agreements stating the period and nature of hospitals', physicians', and dentists' care offered to subscribers and
departments been filed with the appropriate regulatory agency?

If not previously filed furnish herewith a copy(ies) of such agreement(s). Do these agreements include additional benefits offered?
Does the reporting entity have stop-loss reinsurance?

If no, explain:  No need since we only write dental insurance.

Maximum retained risk (see instructions) 531 Comprehensive Medical

5.32 Medical Only

5.33 Medicare Supplement
5.34 Dental

5.35 Other Limited Benefit Plan
5.36 Other

Describe arrangement which the reporting entity may have to protect subscribers and their dependents against the risk of insolvency including
hold harmless provisions, conversion privileges with other carriers, agreements with providers to continue rendering services, and any other

Does the reporting entity set up its claim liability for provider services on a service data basis?
If no, give details

Provide the following information regarding participating providers:
8.1 Number of providers at start of reporting year
8.2 Number of providers at end of reporting year

Does the reporting entity have business subject to premium rate guarantees?
If yes, direct premium earned:

9.21 Business with rate guarantees between 15-36 months
9.22 Business with rate guarantees over 36 months
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P P P P P P

YES[ ] NO[ X ]
YES[ ] NO[ X ]
YES[ X ] NO[ ]
YES[ X ] NO[ ]
YES[ ] NO[ X ]
2,000
YES[ X ] NO[ ]
892
918
YES[ ] NO[ X ]
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Delta Dental Plan of Arkansas, Inc.

GENERAL INTERROGATORIES

(Continued)

PART 2 - HEALTH INTERROGATORIES

10.1  Does the reporting entity have Incentive Pool, Withhold and Bonus/Arrangements in its provider contracts?

10.2 If yes:

11.1 Is the reporting entity organized as:

10.21
10.22
10.23
10.24

1112
1113
11.14

11.2 Is the reporting entity subject to Minimum Net Worth Requirements?
11.3 If yes, show the name of the state requiring such net worth.

11.4 If yes, show the amount required.

Maximum amount payable bonuses
Amount actually paid for year bonuses
Maximum amount payable withholds
Amount actually paid for year withholds

A Medical Group/Staff Model,
An Individual Practice Association (IPA), or,
A Mixed Model (combination of above)

11.5 s this amount included as part of contingency reserve in stockholder's equity?

11.6 If the amount is calculated, show the calculation

12. List service areas in which reporting entity is licensed to operate:

P P P P

YES[ ] NO[ X ]
YES[ ] NO[ X ]
YES[ ] NO[ X ]
YES[ ] NO[ X ]
YES[ X ] NO[ ]
Arkansas
50,000

YES[ ] NO[ X ]

Name of Service Area

Dental

Third Party Administrator

33



Annual Statement for the year 2003 of the

FIVE-YEAR HISTORICAL DATA

Delta Dental Plan of Arkansas, Inc.

1 2 3 4 5
2003 2002 2001 2000 1999

BALANCE SHEET ITEMS (Pages 2 and 3)
1. Total admitied assets (Page 2, Line26) | . 30201766| 27464025 25651009 21000006 - 17,498,081
2. Totalliabiiies (Page 3, Lne22) | 9944000 6106408| 6087327 6085692 5927,189
3 Statoyswplus [ 50000 50000 50000 50000/ 50000
4. Total capital and surplus (Page 3, Line 30) | 20347766| 21357617 19563772| 14914314 11,570,892

INCOME STATEMENT ITEMS (Page 4)
5. Totalrevenues (Line8) 48844265 42089,864| 38467.149) 35230959 32781575
6. Total medical and hospital expenses (Line 18) | . 41318009 36011966 31395952 30460126 28,830,003
7. Total administrative expenses (Line 21) | 38704211 3254317) 1734567\ 2689641 3122692
8. Netunderwriting gain (loss) (Line 24) | 2056085| 1412405 3531872 2081192) 828880
9. Netinvestmentgain (loss) (Line27) | 524684 1335872 984034)  939809) 921,084
10. Total otherincome (Line 28 plus 29) | 218747 185281 . 89172)  68AB8) 39972
11. Netincome or (loss) (Line 32) | 279649%| 2933588 4605078 3089469) 1,789,936

RISK-BASED CAPITAL ANALYSIS
12. Total adjusted capitel | 20347766 21357617 19563772 14914314 11,570,892
13. Authorized control level risk-ased capital ) 192131 1762520\ 1531818 1362798 192,163

ENROLLMENT (Exhibit 2)
14. Total members at end of period (Column 8, Line 7) | - 114202 104766 9759 |
15.  Total members months (Column 6, Line 7) | 1331574 V220487

OPERATING PERCENTAGE  (Page 4)

(Item divided by Page 4, sum of Lines 2, 3, and 5)
16. Premiums eamed (Lines 2plus 3) | 1000 1000 1000 1000 100.0
17. Total hospial and medical (Lne 18) | . 86| 86 86| 85 89
18. Total underwriting deductions (Lne23) | . 98| %6 %8/ 76| 95
19. Total underwriting gain (oss) (Lne24) | 42| 34| 92| . 59) 28

UNPAID CLAIMS ANALYSIS

(U&I Exhibit, Part 2B)
20. Total claims incurred for prior years (Line 12, Col.5) | 2310193]  2166415]  2299.240| 2912000) 2832918
21. Estimated liability of unpaid claims - [prior year

(Line12,Col.6) | . 2127000{ 2500000 3180000 2912000| 2832918

INVESTMENTS IN PARENT, SUBSIDIARIES

AND AFFILIATES
22. Affiliated bonds (Sch. D Summary, Line 25, Col. 1)\
23. Affliated preferred stocks (Sch. D Summary, Line 39, Col. 1)} |
24. Affliated common stocks (Sch. D Summary, Line 53, Col. 2) | 3285)] |
25. Affiliated short-term investments (subtotal included in

Sch.DA,Part2,Col.5,Line 1) ||
2. Afliated morigage loans onrealestate |
27 A” Other afﬁliatEd AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
28. Total of above Lines 22 to 27 (3,265)
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SCHEDULE D - SUMMARY BY COUNTRY

Long-Term Bonds and Stocks OWNED December 31 of Current Year
1 2 3 4

Book/Adjusted Fair Value Par Value
Description Carrying Value (a) Actual Cost of Bonds

BONDS

-United States ... ... ...] 15177,773) 15,596,487| 15,383,805| ¢ 14,940,000
Canada .. ...\
. Other Countries
Totals 15,177,773 15,596,487 15,383,805 14,940,000

. United States
Canada ... ...\
. Other Countries

Governments
(Including all obligations guaranteed
by governments)

States, Territories and Possessions
(Direct and guaranteed)

o No | A N =

. Totals

9. United States

Political Subdivisions of States, Territories 10.Canada . ...l

and Possessions (Direct and guaranteed) 1. Other Countries

12. Totals

Speci . 13. United States ... )

pecial revenue and special assessment 14 Canada

obligations and all non-guaranteed T ] ] EIEEUEIH (TR
obligations of agencies and authorities of :

governments and their political subdivisions 16. Totals

17. United States
18. Canada

Public Utiities (unaffiliated) 19- ] L I N R

20. Totals
21. United States 99,350 101,000 100,000 100,000

Industrial and Miscellaneous and 22.Ganada

Credit Tenant Loans (unaffiiated) 23. Other Countries
24 Totals 99,350 101,000 100,000 100,000

Parent, Subsidiaries and Affiliates 25. Totals
26. Total Bonds 15,277,123 15,697,487 15,483,805 15,040,000

PREFERRED STOCKS 27. United States

Public Utilties (unaffiated) gg g?r?:rdgduhfriéé AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA

30. Totals
31. United States
32. Canada

Banks, Trust and Insurance Companies (Unafﬁliated) 33 Other Countnes AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA

34, Totals
35. United States
36. Canada

Industrial and Miscellaneous (Unafﬁliated) 37 Other Countnes AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA

38. Totals
Parent, Subsidiaries and Affiliates 39. Totals
40. Total Preferred Stocks

COMMON STOCKS 41. United States

Public Utilties (unaffiated) ﬁ. g?r?:rdgdljhfriéé AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA

44, Totals
45. United States
46. Canada

Banks, Trust and Insurance Companies (Unafﬁliated) 47 Other Countnes AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA

48. Totals
49.United States . .........}.........3179826| 3179826/ 3187949
50. Canada

Industrial and Miscellaneous (Unafﬁliated) 51 Other Countnes AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA

52. Totals 3,179,826 3,179,826 3,187,949
Parent, Subsidiaries and Affiliates 53. Totals (3,265) (3,265) 35,000
54. Total Common Stocks 3,176,561 3,176,561 3,222,949
55. Total Stocks 3,176,561 3,176,561 3,222,949
56. Total Bonds and Stocks 18,453,684 18,874,048 18,706,754

(@) The aggregate value of bonds which are valued at other than actual fair value is $ 0 .

SCHEDULE D - VERIFICATION BETWEEN YEARS

Book/adjusted carrying value of bonds and 6. Foreign Exchange Adjustment:
stocks,prioryear 17,218,030 61 Column17,Partt
Cost of bonds and stocks acquired, Column 6, Part3 4,337,449 6.2 Column 13, Part2, Secton1
Increase (decrease) by adjustment: 6.3 Column 11, Part2, Secton2
31 Column16,Partt (121,972) 64 ColumniPart4
3.2 Column 12, Part 2, Section1 7. Book/adjusted carrying value at end of current period 18,453,684
3.3 Column 10, Part 2, Section2 620,389 8. Total valuation allowance
34 Column10,Part4 (33,268) 465,149 9. Subtotal (Lines 7plus8) 18,453,684
Total gain (loss), Column 14, Part4 5223 10. Total nonadmitted amounts
Deduct consideration for bonds and stocks 11. Statement value of bonds and stocks, current period 18,453,684
disposed of Column 6, Part4 3,572,167
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Delta Dental Plan of Arkansas, Inc.

SCHEDULE T - PREMIUMS AND OTHER CONSIDERATIONS

Allocated by States and Territories

State, Etc.

Guaranty
Fund
(Yes or No)

Is Insurer
Licensed
(Yes or No)

Direct Business Only

3
Accident &
Health
Premiums

Medicare
Title XVIII

Medicaid
Title XIX

6
Federal Employees
Health Benefits
Program Premiums

7
Life & Annuity
Premiums & Deposit-
Type Contract Funds

8
Property/
Casualty
Premiums

1. Alabama AL
2. AMaska AK
3. Aizoma AZ
4. Akansas AR
5. Calfomia CA
6. Colorado . . CO
7. Connecticut CT
8. Delaware  DE
9. Dist.Columbia  ~ DC
0. Florda . FL
. Georga  GA
2. Hawaii H
3. ldaho ] D
4. Minois ] L.
5. Indiagna ] IN.
6. lowa ] A
17. Kansas  KS
18. Kentucky ~ KY
19. Llouisiana LA
20. Maine ME
21. Maryland  MD
22. Massachusetts MA
23, Michigan M
24. Minnesota MN
25, Mississippi MS
26. Missourt MO
27. Montana  MT
28. Nebraska NE
29. Nevada NV
30. NewHampshire ~  NH
31. Newldersey . NJ
32. NewMexico NM
33. NewYork . NY
34. North Carolina ~ NC
35. NorthDakota ND
3. Ohio .. ... OH
37. Okahoma  ~  OK
3. Oregon . . OR
39. Pennsylania PA
40. Rhodelsland Rl
41. South Carolina ~ SC
42. SouthDakota ~  SD
43. Tennessee . IN
44. Texas . TX
4. Utah . UT
46. Vermont VT,
41 Virginia VA
48. Washington WA
49. WestVirginia WV
50.  Wisconsin W
51. Wyoming WY
52.  American Samoa AS
53. Guam . GU
54. PuertoRico PR
55. US.Virginlslands VI
56. Camada  CN
57.  Aggregate Other Aien ~~ OT
58.  Total (Direct Business)
DETAILS OF WRITE-INS
5701.
5702.
5703.

5798. Summary of remaining write-ins for Line 57 from overflow page
5799. Totals (Lines 5701 through 5703 plus 5798) (Line 57 above)

Explanation of basis of alllocation by states, premiums by state, etc.

(a) Insert the number of yes responses except for Canada and other Alien.

5

5
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NONE Schedule Y - Part 1
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OVERFLOW PAGE FOR WRITE-INS
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Delta Dental Plan of Arkansas, Inc.

OVERFLOW PAGE FOR WRITE-INS

Page 14 - Continuation

UNDERWRITING AND INVESTMENT EXHIBIT

PART 3 - ANALYSIS OF EXPENSES

1
Claim
Adjustment
Expenses

2
General
Administrative
Expenses

3

Investment
Expenses

Total

REMAINING WRITE-INS AGGREGATED AT LINE 25 FOR EXPENSES

2504.
2505.
2506.
2507.
2508.
2509.

2510.

2511.

2512.

2513.

2514.

2515.

2516.

2517.

2518.

2519.

2520.

2521.

2522.

2523.

2524.

2525.

2597. Totals (Lines 2504 through 2525) (Page 14, Line 2598)

113,589
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